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PURPOSE OF THE GOVERNOR’S RURAL AFFAIRS COUNCIL

The purpose of the Governor’s Rural Affairs Council is to develop and implement strategies
for improving delivery of State of lllinois services to rural lllinois and to expand opportunities
and enhance the quality of life for rural residents. The Lieutenant Governor, as Chairperson
of the Governor’s Rural Affairs Council, and the Illinois Institute for Rural Affairs at Western
Illinois University, shall continue to issue an Annual Report in accordance with Executive
Order 4 of May 18, 2011, and Executive Order 13 or October 11, 1991.

Copies of these Executive Orders are located in the Appendices
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Executive Summary

Each year, by Executive Order, the lllinois Institute for Rural Affairs (IIRA) at Western lllinois University
(WIU) is required to submit a report on the economic and social conditions of rural lllinois. The [IRA does
this in consultation with the Governor’s Rural Affairs Council (GRAC), chaired by the Lieutenant
Governor. The 2016 report unfolds in two parts. Part one outlines the history of the GRAC and
summarizes four major trends affecting rural communities in the State. Part two explains the formation
of four working groups comprised of GRAC members. This section further outlines the policy priorities of
each working group, and the plans identified by each group to address these policy issues.

The four main issues affecting rural communities described in this report include: population decline and
aging, unemployment, wages and income, and workforce development. Rural lllinois has experienced
long term population decline. In 1990, Illinois nonmetropolitan counties had 1,534,076 people. By 2015,
that population declined to 1,487,454. From this population decline stems several other themes. Fueled
by the wage gap between urban and rural communities, population decline has occurred in part through
youth outmigration. This means that the average age of the rural population is becoming
disproportionately old when compared to urban communities. Consequently, rural communities are
increasingly more reliant on transfer payments such as Medicare and Social Security.

As the population ages, health care issues become more challenging both from the perspective of the
increased need for medical services and potential shortages in health care workers. As young people
leave rural communities, it also means that there is a growing need for skilled workers in other
industries. Rural communities still rely on manufacturing for a significant part of their economic base.
This workforce skills gap is also an issue for rural school districts which are already reporting teacher
shortages. But with fewer young people living in rural places, there is concern for the future of the rural
workforce, both for the number of people that will be available to work, and in the kinds of skills these
workers will have. The challenge of rural population decline is a complex one to resolve.
Entrepreneurship is one strategy that has been used with some success as young people recognize that
a rewarding career can be found in rural places by starting a new business. But capital constraints,
regulatory strictures, and tax hurdles remain as significant obstacles to entrepreneurial success.

The GRAC was originally created to spur collaboration among state agencies to improve the quality of
life in rural lllinois. While this has occurred, the current Lt. Governor created four working groups to
further promote interagency collaboration. The four working groups include: economic development,
workforce development, health, and education. Each working group is populated by representatives
from different agencies so that each working group has a diversity of viewpoints and experiences. While
working independently, each working group concluded that rural communities must address workforce
development and the growing skills gap if rural places are to thrive. Rural schools, health care facilities,
and manufacturers all struggle to find skilled workers. One of the big challenges affecting rural
communities, in addition to rural outmigration, is the inequitable K-12 school funding formula which
also hampers workforce development in rural Illinois. A solution to these challenges will involve
systemic public school funding reforms. But rural communities can also find solutions by, for example,
working with state agency programs, and by working locally to focus on entrepreneurship and
agriculture as part of the foundation for the rural economy.
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INTRODUCTION

In 1991, Executive Order 13 issued by Governor Jim Edgar stipulated that the Governor’s Rural Affairs
Council (GRAC), chaired by the Lt. Governor, issue an annual report providing an overview of economic
conditions in rural lllinois. The Executive Order specifically assigned the lllinois Institute for Rural Affairs
(IRA) at Western lllinois University (WIU) the task of compiling the report on behalf of the GRAC. In
2011, Executive Order 11-4 reconfirmed that the IIRA be responsible for producing an annual report on
behalf of the GRAC (Appendix A and B).

The GRAC was founded almost 30 years ago in October 1986 to provide a voice to the farmers,
businesses, and residents of rural lllinois who contributed to the success of the state, but who
sometimes felt that the larger cities in the state received a disproportionate share of attention from
policymakers in Springfield and Chicago. The purpose of the GRAC is draw attention to rural Illinois, and
to develop and implement strategies to expand opportunities, and enhance the quality of life for rural
residents.

Instead of launching new programs, the GRAC is designed to better coordinate existing state agency
programs to improve rural lllinois — and address issues that would otherwise not receive attention. The
purpose of this report is to document the current economic conditions in rural lllinois. It also describes
ongoing collaborations by GRAC members to address rural development issues.

Lieutenant Governor Evelyn Sanguinetti

When Lt. Governor Evelyn Sanguinetti became chair of the GRAC in 2015, she initiated changes to make
the GRAC a greater resource for lawmakers and state agencies. In her first year of office, she visited all
102 lllinois counties to meet with local leaders, business owners, community stakeholders, and residents
to discuss the issues impacting rural lllinois. Following this tour, the Lieutenant Governor formed four
standing working groups to focus on economic development, workforce development, rural health, and
education. To assist working groups in formulating administrative and policy recommendations, Lt.
Governor Sanguinetti entered into a Memorandum of Understanding (MOU) with [IRA. The MOU
outlines how IIRA will provide detailed reports focused on the aforementioned working group issue
areas to coincide with the 30 year anniversary of the Governor’s Rural Affairs Council. These reports will
be released with corresponding administrative and legislative policy recommendations in October 2016.

Role of the lllinois Institute for Rural Affairs

The IIRA was founded in 1989 to complement and support the GRAC. The IIRA conducts research related
to rural development and provides educational programming such as the annual rural development
conference hosted in partnership with the GRAC and Rural Partners. It also delivers technical assistance
on topics such as small business and economic development, rural transit, community health, strategic
visioning, housing, renewable energy, and cooperatives, among other issues.

In order to successfully deliver its services, the IIRA works closely with other GRAC member agencies,
GRAC working groups, the Office of the Lt. Governor, local community stakeholders, and other rural
institutions. Its mission is defined in part through the Governor’s Executive Order 11-4 which identifies
the IIRA as the “academic clearinghouse in the State of lllinois for rural development initiatives” and
further stipulates that it will “coordinate rural development initiatives through the Office of the Lt.
Governor” (Appendix B).

Governor’s Rural Affairs Council 1



History of the Governors’ Rural Affairs Council

Rural places are often an afterthought in the policymaking realm. Scholars such as Edward Glaeser
(2011) talk about the “triumph of the city” with the implication that a bright future is an urban future. It
is all the more understandable, then, that in a state like lllinois, where more than half of the population
lives in the Chicago metropolitan area, that rural regions would be easily ignored. But the Farm Crisis of
the 1980s brought national attention to the plight of rural places. It became clear that the Farm Crisis
was not just an agricultural issue. Rather, it was evident that there was an interdependence between
farms and the rural non-farm population. A single policy or government agency could not jumpstart the
diverse rural economy.

Rural revitalization needed a multi-faceted interagency approach. Policymakers in lllinois, even those
with an urban background, tried to help rural places. In 1986, lllinois Governor James R. Thompson
launched the Task Force on the Future of Rural lllinois (Governor’s Rural Affairs Council 2015). Lt.
Governor George H. Ryan chaired the task force, which held 22 public hearings, visiting 97 small
communities in 60 of Illinois” 102 counties (Walzer and Merrett 2014). The task force compiled its
findings and issued its final report in March 1987.

Before the final Task Force report was even released, Governor Thompson promulgated two executive
orders on October 15, 1986 to advance rural development in the state. First, he issued Executive Order
#6 creating the Rural Fair Share Initiative (Governor’s Rural Affairs Council 2015). This initiative
recognized that while 26% of the lllinois population resided in the 76 nonmetropolitan counties in the
state, they were not receiving a fair share of state resources to support infrastructure and economic
development. In order to rectify this situation, the Fair Share Initiative required state agencies to report
each year how much of their resources were allocated to the 76 rural counties.

Governor Thompson then issued Executive Order #7 creating the Governor’s Rural Affairs Council
(GRAC). The GRAC was intended to implement the Rural Fair Share Initiative, increase the visibility of
rural issues before state government, provide input into policies that could shape rural regions, and help
coordinate the way services were delivered by the Department of Commerce and Community Affairs
(the forerunner of today’s Department of Commerce and Economic Opportunity), and the lllinois
Department of Agriculture (Governor’s Rural Affairs Council 2015). State funds were also provided to
pass through the GRAC to fund the IIRA, which was assigned the task of writing an annual Rural Fair
Share Initiative report.

The GRAC was chaired by Lt. Governor Ryan with charter members representing 12 state agencies that
regularly delivered programs affecting communities in rural lllinois. These agencies included the
Department of Agriculture, Department of Commerce and Community Affairs, Department of
Conservation, Department of Energy and Natural Resources, Department of Mines and Minerals,
Department of Transportation, lllinois Environmental Protection Agency, lllinois Development Finance
Authority, lllinois Farm Development Authority, lllinois Housing Development Authority, University of
Illinois, and the lllinois Institute for Rural Affairs (Governor’s Rural Affairs Council 2015).

The Task Force submitted its final report in March 1987 which contained a series of official
recommendations to the Governor and General Assembly. In addition to the already established Rural
Fair Share Initiative and the GRAC, the final report recommended the passage of the Rural
Diversification Act, and the creation of four research and technical assistance centers including the
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Office of Rural Community Development, the Center for Value-Added Agriculture, the Center for
Forestry Industry Development, and the IIRA located at Western lllinois University. The General
Assembly, with the Governor’s approval, implemented all of these recommendations.

For almost two years, funding to support GRAC activities came from the state agencies. However, in July
1988, the General Assembly allocated $407,000 in general revenue funds (GRF) for the Office of the Lt.
Governor to spend specifically on GRAC activities. In April 1990, Lt. Governor George Ryan released a
plan for lllinois rural development called “Rural Revitalization: The Comprehensive State Policy for the
Future” (Governor’s Rural Affairs Council 2015, 2). In 1991, Governor Jim Edgar solidified the role of the
GRAC as the state forum for rural development when he issued Executive Order 13 (Appendix A).

The GRAC has continued to function and evolve under different administrations. Funding for the GRAC
has been reduced over time, but its commitment to rural communities has never wavered. In fact, its
membership has increased over time with other state and federal agencies requesting to become
members. In 2011, Governor Pat Quinn rejuvenated the GRAC when he issued Executive Order 11-4. The
executive order charged the GRAC “to develop and implement strategies for improving delivery of State
of lllinois services to rural lllinois and to expand opportunities and enhance the quality of life for rural
residents” (Appendix B). By this time, the GRAC membership had expanded to 18 member agencies and
nonprofit organizations, as well as five citizen members.

Under Lt. Governor Sanguinetti’s leadership, the GRAC has become even more inclusive, by involving 18
member agencies/organizations, five citizen members, and two ex-officio members representing
Northern lllinois University and the United States Department of Agriculture (USDA) (see list on page iii).
Following a 102 county fact-finding tour, Lt. Governor Sanguinetti created four working groups: Rural
Economic Development Working Group, Rural Workforce Development Working Group, Rural
Healthcare Working Group, and the Rural Education Working Group.

In July 2016, the Office of the Lt. Governor entered into a Memorandum of Understanding (MOU) with
the IIRA. The MOU expands the GRAC’s research relationship with IIRA to include four policy reports
focused on economic development, workforce development, rural healthcare, and education. These
reports will be issued in October 2016 to coincide with the 30 year anniversary of the creation of the
Governor’s Rural Affairs Council.
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ANNUAL REPORT
Defining Rural lllinois

There is no single way to define “rural” in the United States (Cromartie and Bucholtz 2008). The most
common definition is provided by the federal Office of Management and Budget (OMB), which uses
population size to categorize counties as being either urban (metropolitan) or rural (nonmetropolitan).
In 2003, the OMB defined rural counties as those outside Metropolitan Statistical Areas (counties linked
to city or twin cities with populations of 50,000 or more). Using this standard, 76 of the 102 lllinois
counties were defined as rural or nonmetropolitan in 1991. By 2003, the number of rural counties
dropped to 66 as lllinois has become a more urban state (Fig. 1). This report continues to use the 2003
definition for rural to distinguish between metro and nonmetropolitan counties in lllinois.

Changing Conditions in Rural lllinois

Rural counties in lllinois have lagged behind their metro counterparts in income and population growth
for several decades and certainly since the Great Recession of the previous decade. These long-term
trends have created policy issues that need to be addressed if rural areas are going to prosper in the
future. This section examines four main issues affecting rural places: population decline and aging in
rural lllinois, unemployment, wage and income disparities, and workforce development challenges.

Population Decline and Aging in Rural lllinois

Like most Midwestern states, lllinois’ population has been characterized by two important factors. The
first is modest population growth that is largely tied to economic performance. The second is a
progressive aging of the population based on the dominance of the “baby boom” generation that is
moving into their retirement years, coupled with several decades of declining birth rates only partly
offset by the arrival of foreign migrants (Table 1). Population growth within lllinois has been
concentrated in the metropolitan areas in general and in the Chicago area in particular. Most rural
counties have experienced long term population stagnation or decline. Since 2010, many downstate
counties have been slower to recover economically from the previous recession. The population
projections indicate that these trends could continue (Fig. 2).

The fastest growing population segment in lllinois during the next decade will be residents 70 years and
older. Current projections by Woods and Poole (2015) show that downstate, non-metro, residents
between 70 to 74 years will increase 44.1% and those 75 to 79 years will increase 50.0 percent, those 80
to 84 years will increase 46.0% (Fig. 2). Declines are projected in cohorts between 50 and 69 years.
These changes are a consequence of the Baby Boom generation advancing in age. The changes do not
fully adjust for recent trends in population outmigration to surrounding states.

Rural Unemployment

Rural unemployment rates have been lower compared to urban areas (Fig. 3). However, there is greater
diversity among rural regions. For example, many rural counties adjacent to urban areas have very low
unemployment rates, as do rural counties in central and northern lllinois where many rural residents
commute to urban areas for work. In rural southern lllinois, there are many areas of high unemployment
due in part to job loss in the lllinois coal industry and the slow recovery of manufacturing in this region.
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Figure 1. Nonmetropolitan Counties in lllinois
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Table 1. Population Trends Metropolitan and Nonmetropolitan Counties

Total Population

Percent Change

Area
1990-  2000-  2010-
N
ame 1990 2000 2010 2015 2000 2010 2015
lllinois 11,430,602 12,419,927 12,830,632 12,859,995 | 8.7%  3.3%  0.2%
H
Chicago 7,410,858 8,273,268 8,586,609 8,679,563 | 11.6%  3.8%  1.1%
Metropolitan
D
ownstate | ;485668 2,587,073 2715596 2,692,978 | 4.1%  4.9%  -0.8%
Metropolitan
Nonmetro 896,103 917,651 904,596 879,634 | 2.4%  -14%  -2.8%
Micropolitan
Rural 637,973 641,035 623,831 607,820 | 0.5%  -2.7%  -2.6%
Counties

Source: U.S. Census Bureau, 1990-2015.

Figure 2. Projected Population Change by Age Group (2015-2025), lllinois Non-metropolitan Counties
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Figure 3. lllinois Unemployment Rate, May 2016
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Wages and Income

Workers in metropolitan counties have seen a $7,916 increase (17.7%) in average wage since 1995,
compared to a $5,276 increase (16.9%) in non-metropolitan counties (Fig. 4). This wage gap, over time,
has contributed significantly to youth out-migration, as young workers move to urban areas in search of
higher incomes.

Figure 4. Real Average Wage per Job in lllinois Metro and non-Metro Counties, 1995 to 2014

Real Average Wage Per Job, 1995-2014
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U.S. Bureau of Economic Analysis, “Table CA30 Economic Profile,” (accessed April 22, 2016).

The wage gap is further illustrated by the distribution of median household incomes throughout the
state. Figure 5 shows a distinct rural-urban difference in median household income. The largest cluster
of low-income counties occurs in the rural region of southern and southeastern Illinois along the
Wabash and Ohio Rivers (Fig. 5).

The wage gap is mitigated to some extent by the cost-of-living difference between metro and non-
metropolitan areas, in particular lower housing expenditures in non-metropolitan areas. A 2011 study by
the Bureau of Labor Statistics showed an average of $17,226 being spent in urban areas compared to
only $12,115 in rural areas (Hawk 2013). However, rural areas often have higher expenditures in other
consumer spending areas such as increased prescription drug and transportation costs.

Dependence on Transfer Payments

In 2014, nearly a quarter, 24.0 %, of the personal income in lllinois non-metro counties was from
transfer payments, as was 25.6 % in surrounding states (Bureau of Economic Analysis 2014). While
Illinois may be doing better than contiguous states in its reliance on transfer payments, the high
percentage is an issue to monitor. Increases in elderly residents will cause the percentages to rise in the
future. This increasing dependence on transfer payments, including Social Security and Medicare, could
mean lower overall incomes levels and increasingly high poverty rates in rural communities.
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Figure 5. Median Household Income 2014
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Figure 6. Transfer Payments as a Percent of Personal Income
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Although transfer payments circulate through the local economy and contribute to the income stream,
they can be temporary and will decline with the loss of the baby boomer generation. Unemployment
benefits have a set duration and will eventually stop. Likewise, transfer payments typically do not
provide a full-time income for residents. Thus, it is important for rural counties to find ways to retain
young workers and train them to find better-paying private sector jobs.

Addressing the growing dependence on transfer payments should be a priority because the rural-urban
wage gap continues to worsen. And while the cost of living may appear lower in rural regions because
housing costs can be quite inexpensive, there are aspects of rural living that are more expensive. For
example, long work commutes, higher fuel costs, and more expensive health care due to a lack of
accessibility (Fig. 4). The lower returns on housing investment will ultimately lead to deteriorating
housing quality which will reduce its attractiveness to residents in the future leading to further
population declines.

Illinois has already taken steps to address these issues of transfer payment dependence and low
incomes. The Self-Employment Assistance Program, also used by other states, allows individuals
receiving unemployment compensation to begin the process of starting a business (Washington
Employment Security Department 2016). Another approach to address the dependence on transfer
payments is a WorkSharing Program that allows employers to reduce the cost of retaining trained
employees by supplementing reduced wages with unemployment benefits (Massachusetts Department
of Labor and Workforce Development 2013).

Governor’s Rural Affairs Council 10



Workforce

Work force shortages due to retirements and an aging workforce are anticipated in rural lllinois.
Surrounding states will experience similar trends. One outcome will be greater competition among
states for skilled and experienced workers. Many employers in lllinois, and other states, are already
expressing concerns about finding applicants with up-to-date skills and other suitable workforce
characteristics. These relative shortages are likely to continue and may be more intense in the future as
the wage disparity between metro and non-metro widens causing more outmigration from rural
counties.

Immigration is often raised as a source of labor that will offset some of the retirement concerns
(Sulzberger 2011). However, past Censuses and the 2010 American Community Survey 5 Year Estimates
show that recent immigrants between ages 20 and 59 years represented only 55.0% of the decline in
working-age population in non-metro lllinois between 2000 and 2010 (US Census 2010). They amounted
to only 19.5% of the declines between 1990 and 1999. Thus, even if immigrants possessed the
appropriate skills, the declines in working age populations far exceeded the number of immigrants.

Fortunately, Illinois and most other states have work force initiatives underway as part of the Workforce
Innovation and Opportunity Act (WIOA) revisions to meet these pending skill shortages. Rural areas,
however, may be somewhat special in their needs and responses so they may need carefully designed
educational initiatives. The Governor’s Rural Affairs Council (GRAC) has a working group focusing on the
special needs of the rural lllinois workforce and is examining best practices in other states.

Labor force participation rates have been a concern recently and the low post-recession unemployment
may reflect these issues. Figure 7 compares labor force participation (LFP) rates in metro and nonmetro

areas. While the rates declined between 2010 and 2014 for the state and various county classifications,

the rates are lowest in rural counties (57.1%) and the downstate declines have been substantially higher
than in the Chicago metro area or the state as a whole.

Figure 7. Labor Force Participation Rate, lllinois Metropolitan and Nonmetropolitan Counties
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More work is needed to understand why the LFP rates in rural area are lower and what might be done
to increase them, especially if businesses are experiencing difficulty attracting workers with appropriate
skills. Certainly the growth in elderly populations will adversely affect the LFP rates in the future.

GRAC Working Group Activities

Several trends mentioned above have transformed the rural Midwest and rural lllinois over the past five
decades. Under the leadership of Lt. Governor Sanguinetti, the GRAC formed four working groups to
address four rural development themes. These working groups include:

1. Economic Development Working Group

2. Workforce Development Working Group

3. Health Working Group

4. Education Working Group

Economic Development Working Group Report

The rural economy has been transformed through free trade, computer technologies, robotics,
demographic declines, and varying consumer tastes, among a range of changes. Technological change in
agriculture means larger farms and fewer farmers. This has been an important factor driving rural
depopulation. While manufacturing has restructured and declined in rural lllinois, at least in terms of
total employment, it still plays an important role in rural Illinois. More generally, rural lllinois cannot
simply rely on agriculture.

Business activity in rural areas has not kept pace with metro areas during the past several decades,
which compounds the problem of retirements and loss of essential businesses, especially in small
communities. Between 2009 and 2014, non-metro lllinois lost 1,539 business establishments with fewer
than 10 employees compared with a gain of 2,817 in metro areas according to data from County
Business Patterns reports (US Census 2014). The population projections suggest that retirements and
business closings will grow in importance in the next decade or longer. In some instances, these
businesses provide essential goods and services including grocery stores, pharmacies, and even
restaurants, which are social gathering places and add to the overall quality of life. Some states have
started programs to help community leaders organize investment funds to promote these businesses in
new and different ways.

Equally important, young adults often leave rural places to attend college or to pursue better
employment opportunities. Often they do not return, partly because job opportunities in rural areas do
not match their educational levels or pay expectations found in in metro areas. Encouraging these rural
residents to either start or take over a profitable existing business that is about to close due to
retirement of the owner can help retain the young adult as well as keep the rural area economically
vibrant.

Additional opportunities exist for retaining and growing the rural work force due to lllinois’
geographically diverse economic landscape (Fig. 8). A study completed by the DCEO in 2014 as part of
their master planning process identified geographical variations in the Illinois economy by examining
industrial clusters and calculating location quotients for key industrial sectors such as manufacturing,
agribusiness and food processing, and information technology, among other sectors (DCEO 2014).
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Figure 8. Current Specialization of Industry Clusters, by DCEO Region
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* Location quotient (LQ) quantifies the concentration of a cluster in a given area as compared with the US average. For example, an LQ of 1.0 denotes a concentration
matching the US average, while an LQ of 2.0 denotes a specialization of double the US average.

**The statewide LQ and regional LQs are compared separately to the US average, so the statewide LQ does not reflect the average of the regions.

Note: Given the difficulty in defining the clean energy cluster, the regional LQ data is unreliable and has been excluded from this exhibit.
See sidebar, “The importance of the clean energy cluster to lllinois’ economy.”

Source: Purdue Centfer for Regional Development and US Bureau of Labor Statistics, Quarferly Census of Employment and Wages, 2014.

Source: DCEO (2014).

Key questions prompted by this study include: What are the key regional clusters in rural areas today?
What is the future economic growth potential for these regions? Which sectors have the greatest
potential? And do we have the workforce needed to support the potential economic growth? These are
big questions to be sure and the economic development working group will examine these issues.

The economic development group is comprised of three members from the private sector, and four
representatives from state and federal agencies including the Department of Commerce and Economic
Opportunity (DCEO), the lllinois Department of Human Services (IDHS), the lllinois Housing Development
Authority (IHDA), and the USDA. This working group proposes to explore three strategies to promote
rural economic development.

One-Stop-Shop for Economic Development. The first objective is to provide a “one-stop shop” for
answers on business development for existing businesses looking to expand or start up new enterprises.
This objective could be achieved by achieving two goals. First, a phone or other contact system could be
established that enables a business owner who logs an inquiry (e.g. 1-800-BIZNESS) to receive a phone
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call from a state economic development professional within 24 hours of the initial contact. This
economic development professional would then guide the business person through appropriate
channels until the inquirer gets a satisfactory response. A second way to achieve this objective is to
maintain the Rural Development Resource Guide available on the IIRA website (www.iira.org). This is a
comprehensive economic development database that can be searched by program, state agency, and
keyword, so that people looking to start a business can find answers quickly.

Identify Best Practices in Economic Development. The second objective is to better understand data
and best practices to drive strategic decision making about investments of public and private resources.
The goal here is to increase the positive measurable results for the same money and time applied. Step
one might be to seek input from GRAC participants as well as relevant manufacturing and economic
development associations on “best practices” for models of economic development activities that have
worked in lllinois. Of course, many other states have excellent strategies and lllinois should consider
what has worked in other states too.

Provide tiered experiences of training, community planning, and access to resources. The third
objective is to help communities create better economic development plans and gain access to training.
This could be achieved in several ways. The first is to host regional presentation forums for community
projects to agency representatives. This train-the-trainer approach to ensure that government agencies
in lllinois involved in economic development are aware of the latest economic development trends and
strategies. A second strategy is to ensure that communities interested in promoting economic
development are aware of the various programs that can help them systematically create those plans.
The University of lllinois Extension and the MAPPING program at the lllinois Institute for Rural Affairs
have experience doing this. This is an important strategy because it allows for geographically
differentiated economic development strategies to emerge from the grassroots.

Workforce Development Working Group

As technology changes, so do the skills needed by the workforce to use the technology in the
manufacturing processes. Complicating our understanding of workforce needs are the different
demographic trends affecting rural versus urban regions of Illinois. Rural places are getting
disproportionately old and there is youth outmigration. There is a documented skills gap in the lllinois
economy, the demographic trends suggests that this skills gap could hit rural places particularly hard.
(Wright 2013). Questions that need to be asked include: What are the specific skills gaps? What
industries are most affected? If there is an inadequate supply of skilled, young workers, what happens?
Will this affect immigration policy if foreign workers are needed? Will businesses leave?

Data from the most recent Illinois Workforce Innovation and Opportunity Act (WIOA) Unified State Plan
can provide some insights into lllinois’ growing industries, and where skills gaps may emerge (lllinois
Workforce Innovation Board 2016). The unfortunate aspect of this otherwise excellent document is that
rural workforce needs are not directly identified. There is attention paid to regional variations, but
“rural” as a separate category is not addressed (Table 2).

The table below shows us several things. First, it shows that healthcare employment is large in absolute
terms, and it is projected to grow by 2022. Education is also large in absolute terms and is also projected
to grow. While, manufacturing is expected to continue its slow downward trend, it is still a large number
in absolute terms and these are good paying jobs. Additionally, we know that these jobs are important
in rural places. But the question remains, what does this data mean for rural communities?
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Table 2: lllinois Employment by Major Industry Sector

North American Industry Base Year Share of Statewide  Projected Year Net Percent Location
Classification System Employment Base Year Employment Change Change Quotient
(NAICS) Title 2012 Employment 2012 2022 2012-22 2012-22 2012
TOTAL, ALL INDUSTRIES 6,166,236 100.00% 6,678,572 512,336 8.31% 1.00
Agricultural Production 76,292 1.24% 76,584 292 0.38% 0.85
Natural Resources 10,137 0.16% 11,695 1,558 15.37% 0.58
and Mining
Utilities 23,809 0.39% 24,322 513 2.15% 1.01
Construction 188,916 3.06% 215,181 26,265 13.90% 0.79
Manufacturing 582,735 9.45% 581,655 -1,080 -0.19% 1.15
Wholesale Trade 294,361 4.77% 324,652 30,291 10.29% 1.22
Retail Trade 596,393 9.67% 632,132 35,739 5.99% 0.95
Transportation and 273,535 4.44% 293,395 19,860 7.26% 1.46
Warehousing
Information 100,018 1.62% 98,113 -1,905 -1.90% 0.88
Financial Activities 365,716 5.93% 392,651 26,935 7.37% 1.11
Professional and Business 860,924 13.96% 1,020,527 159,603 18.54% 1.13
Services
Educational Services, 568,857 9.23% 600,804 31,947 5.62% 1.24
Private and Public*
Health Care and 733,693 11.90% 841,289 107,596 14.66% 1.02
Social Assistance
Leisure and Hospitality 535,716 8.69% 580,005 44,289 8.27% 0.92
Personal & Other Services 280,007 4.54% 300,240 20,233 7.23% 1.07
Government 365,894 5.93% 365,720 -174 -0.05% 0.39
Self Employed, Unpaid 309,233 5.01% 319,607 10,374 3.35% 0.83
Family Workers and
Others n.e.c.

Source: lllinois Workforce Innovation Board (2016, 6).

In addition to looking at workforce development by industry, we can also look at it by occupational
sector (Table 3). Occupational trends identified in table 2 above are reflected in the occupational growth
patterns too. Health care occupations are expected to experience enormous growth. Other areas of
growth include education, production, and technology jobs. Again, the geographical location of this
growth is not readily apparent. We can compare this data to other surveys which show that demand for
these jobs is growing, but our ability to fill those jobs is not. For example, a survey of school
superintendents found that many school districts struggled to fill teacher openings, with rural school
districts struggling the most (Nevel 2016).

The workforce development working group was formed to address these complex issues. The workforce
development working group is comprises of two representatives from the lllinois Department of
Employment Security (IDES), a workforce investment board member, the IEPA, and one institution of
higher education. The workforce development group has focused on three general topics related to
technology, manufacturing, and the looming shortfall of skilled workers in rural areas, especially in the
healthcare field due to retirements.
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Table 3: lllinois Employment, and Employment Growth Projections, by Major Occupational Sector

Share of Net Net
Statewide Projection Employment = Employment Total
Base Year Base Year Year Change Change Annual
Standard Occupational Employment  Employment  Employment 2012-2022 2012-2022 Job
Classification (SOC) Title 2012 2012 2022 Number Percent Openings
TOTAL, ALL OCCUPATIONS 6,166,236 100.00% 6,678,572 512,336 8.31% 199,277
Transportation and Material 460,208 7.46% 513,176 52,968 11.51% 16,441
Moving Occupations
Sales and Related 636,874 10.33% 678,851 41,977 6.59% 23,328
Occupations
Healthcare Practitioners and 330,411 5.36% 371,129 40,718 12.32% 10,862
Technical Occupations
Food Preparation and 451,936 7.33% 491,629 39,693 8.78% 20,618
Serving Occupations
Business and Financial 315,143 5.11% 353,460 38,317 12.16% 9,978
Operations Occupations
Healthcare Support 172,031 2.79% 207,310 35,279 20.51% 6,850
Occupations
Office and Administrative 917,264 14.88% 951,675 34,411 3.75% 25,725
Support Occupations
Construction and Extraction 220,061 3.57% 249,079 29,018 13.19% 6,733
Occupations
Computer and 152,628 2.48% 181,295 28,667 18.78% 5,423
Mathematical Occupations
Management Occupations 459,745 7.46% 485,377 25,632 5.58% 12,700
Education, Training and 410,319 6.65% 434,583 24,264 5.91% 10,966
Library Occupations
Building and Grounds 229,563 3.72% 253,732 24,169 10.53% 7,145
Cleaning and Maintenance
Occupations
Personal Care and Service 187,390 3.04% 209,960 22,570 12.04% 6,395
Occupations
Production Occupations 445,529 7.23% 466,575 21,046 4.72% 11,987
Installation, Maintenance 202,930 3.29% 220,543 17,613 8.68% 6,412
and Repair Occupations
Protective Service 153,906 2.50% 162,477 8,571 5.57% 4,906
Occupations
Community and Social 102,398 1.66% 110,938 8,540 8.34% 3,235
Services Occupations
Arts/Design/Entertainment, 98,826 1.60% 105,138 6,312 6.39% 3,021
Sports/Media Occupations
Legal Occupations 53,470 0.87% 59,545 6,075 11.36% 1,468
Architecture and 83,565 1.36% 88,821 5,256 6.29% 2,502
Engineering Occupations
Life, Physical and Social 35,102 0.57% 36,970 1,868 5.32% 1,170
Science Occupations
Farming, Fishing and 46,937 0.76% 46,309 -628 -1.34% 1,414
Forestry Occupations

Source: Illinois Workforce Innovation Board (2016, 8).
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Because there appears to be a shortage of young workers with sufficient technological skills, one idea to
spur more interest is to build on technology, computer, and robotics skills among young workers in rural
Illinois. A specific strategy is to build on existing regional high school robotics competitions and create a
statewide initiative. The lllinois State Fair could be used to showcase this initiative and the GRAC could
help coordinate it. More research needs to be done on this topic, but possible partners include the
Illinois State Board of Education, the Illinois Manufacturers Association, and the Illinois Community
College Board.

Rural areas continue to have a significant manufacturing base. In order to retain that base and even help
it expand, work needs to be done to determine manufacturers’ workforce needs. Several strategies have
promise here. First, there needs to be a marketing change in how manufacturing jobs are promoted to
young people. A person in a skilled trades positions can earn a comfortable middle class living. However,
many high school students are taught to think that a four-year degree is the only lucrative path to
follow. Hence, marketing efforts need to target parents and guidance counselors that show how
manufacturing jobs are important and pay well. Another strategy might be to promote manufacturing
expos to promote rural businesses, and employment opportunities in those businesses, so that young
people can see the array of opportunities available to them.

Illinois will have to confront a shortage of skilled workers in several fields. To address these shortages,
the GRAC could collaborate with Workforce Boards and the lllinois Workforce Partnership to bring
attention to expected shortages from retirements. Occupations with expected shortfalls include those
involving healthcare. Additionally, there is a growing shortage of truck drivers. This is an important issue
for manufacturing because truckers often bring manufactured goods to the marketplace. Teachers,
especially those teaching math and sciences are in short supply in rural places (Nevel 2016). A remedy
might be to provide incentives for teachers to work in rural areas as is common with health personnel.
One incentive to help recruit teachers to rural schools might be to reduce university tuition costs for
each year worked in rural areas.

A final set of strategies focus on how current agencies operate. One strategy is to reorient the lllinois
Department of Employment Security (IDES) to operate more as an “employment” agency rather than an
“unemployment” agency. This involves IDES taking a more proactive role in anticipating job retraining
and job placement needs. Another strategy might be to build support for the Worker’s Opportunity Tax
Credit programs. There are 22 rural Illinois counties that qualify for these benefits but are not being
used to their full potential. These tax credits are given to employers who hire hard to place individuals.

Health Working Group

Residents of rural communities are older on average than those in urban areas, and this difference will
only grow larger if current trends continue. A couple of implications emerge from this trend. First, there
will be increasing dependence on Medicare in rural places. As documented above in figure 5, rural areas
are already disproportionately more dependent on federal transfer payments such as Medicare,
Medicaid, and Social Security than urban areas. This dependence will only grow.

Rural areas also have higher poverty rates and hence have a greater reliance on Medicaid. As rural areas
have higher proportions of elderly people, they will increasingly need health care assistance. But with
youth outmigration, there may not be enough health care workers to fill this demand. These trends
suggest that we need to figure out how to deliver healthcare to rural areas at lower costs. It also
suggests that rural health care has a workforce development challenge.
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The Illinois Department of Public Health (IDPH) confirms that there is already a shortage of healthcare
professionals in Illinois (IDPH 2016). In 2014 the IDPH identified 81 lllinois counties as having primary
care health professional shortage areas (HPSAs), 63 counties have dental care HPSAs, and 78 counties
have mental health care HPSA designations. Most of these counties are rural.

To address the shortage of primary care providers, lllinois needs an additional 132 FTE for rural counties.
An additional 73 FTE are needed to address the shortage of dentists in rural Illinois HPSAs. To meet the
mental and behavioral health need of rural residents in HPSAs, lllinois needs an additional 32 FTE
psychiatrists.

There is ongoing review of HPSA status in Illinois to maintain a current and accurate reflection of the
provider shortages and the changing demographics in our rural counties. The shortage designations
allow the rural providers to meet eligibility criteria for state and federal programs including enhanced
Medicare reimbursement, recruitment of health professionals with educational loan obligations, and J-1
Visa physicians. These incentives have a direct benefit of bringing more qualified health professionals
into rural shortage areas.

In order to address these issues, the Health Working Group (HWG) was formed. It is a diverse committee
of six members from various sectors. It includes two members of the public, two university health
service administrators, and two representatives from State of lllinois agencies. It has been focused on
identifying challenges that are especially pressing in the rural sections of lllinois.

One of the goals is to explore best practices regarding the use of alternative health delivery models. Of
particular interest is the status of telemedicine. Southern Illinois University is working on details to open
10-15 primary care clinics that will be covered by nurses, with physicians using telemedicine from a
remote site. Advocate Health Care system is focused on offering medical specialists, such as psychiatry,
by telemedicine. Dialogue with these and other providers continues. This is one strategy to address the
looming shortage of health care professionals.

The HWG Group has identified transportation is another important factor in delivering service to the
patient. While the solution is beyond the purview of the HWG, they recognize and encourage the study
of non-emergency transportation for patients to get to any medical services in underserved counties.
Transportation is an essential part of health care provision. Only so much health care can be done at a
distance. Sometimes patients simply need to see a health care professional in person.

Another related challenge is providing reliable ambulance service in rural areas. The group noted that
Emergency Medical Service (EMS) is not structured in lllinois as an essential service, like Fire and Police.
There are many models of ownership and service delivery. The Group is linking with the lllinois State
Division of Emergency Medical Services & Highway Safety to identify steps needed to improve this
service in rural areas.

A big factor in health involves obtaining good nutrition. The HWG has helped address hunger in rural
Illinois. During the school year most schools provide free meals to children who meet income guidelines.
The USDA funded program can continue during the summer sponsored by schools, churches, hospitals,
and various sites capable of managing a food service program. There are 37 counties that don’t offer
summer meals to children. The HWG helped organize a meeting in Livingston County by bringing a
leader from McLean County to share how they operate 11 meal service sites.
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Education Working Group

The Education Group, not surprisingly, is comprised of several educators. One member is involved in K-
12 agriculture curriculum development. Another is focused on increasing the amount of
entrepreneurship training in lllinois high schools. Four representatives are involved in Illinois public
higher education. The final two representatives come from Illinois state agencies. This working group
has focused on several ideas.

With over 1.4 million people in rural lllinois, and according to the lllinois State Board of Education (ISBE)
nearly 220,000 students in K-12 as of the 2015-2016 class year, any long term strategy to improve the
lives of people in rural Illinois inevitably will be tied to the effectiveness of the local education systems
(ISBE 2015a). Rural school districts in Illinois face distinctly different demographic and policy issues than
their urban and suburban counterparts. Lawmakers in Springfield need to be aware of those issues to
develop appropriate policy solutions to address those concerns.

Through testimony given in GRAC working group sessions on rural education, and other meetings with
the Office of the Lt. Governor, a number of top issues emerged as being high priority to address in the
near future.

Connection to the Rural Economy. A rigorous and high quality rural education system is essential to the
future of rural lllinois. Both the Economic Development and Workforce Development committees have
identified a workforce skills gap and lack of qualified applicants to fill existing rural jobs. If these
conditions persist it may cause rural business to be at a competitive disadvantage or even cause them to
relocate jobs to areas with more opportunities, further threatening the rural way of life in Illinois. To
ensure the long-term prosperity for individual students and the community as a whole, rural education
needs to be better tied to training students with the skills needed for the jobs available now and those
anticipated to be available in the future.

To address all of these problems, a deeper analysis of lllinois rural education system is needed to devise
appropriate policy solutions to empower rural school districts to meet the needs of their students and
communities going forward in the 21st century.

Create Dialogue between CEO program and Ag Education. As noted above, the CEO program helps
foster entrepreneurial thinking among grade 11 and 12 students. A new partnership could be created
between the CEO program and Ag Education. Students in Ag Education must complete a capstone
project that involves a business-related project or internship. Currently there is a dearth of Ag-related
projects in the CEO program. Could both the CEO program and Ag Education be enhanced by fostering a
closer relationship between the two programs? The expected outcome would be to help create at least
three Ag-related CEO projects in the next two years.

Our first specific step will be to set up a teleconference or face-to-face meeting between representatives
of the CEO program and Ag Educators, specifically, the FCAE (Facilitating Coordination in Agricultural
Education) and GRAC education working group members. This also suggests an opportunity for
collaboration with the economic development and workforce development working groups within the
GRAC.
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Economic Impacts of Ag Student Projects in Rural Communities. Each year, high school seniors involved
in Agricultural education are required to complete a capstone experience that involves starting their
own business or working in a related Ag business. Previous studies by the FCAE (Facilitating Coordination
in Agricultural Education) group estimate that these supervised agricultural experience (SAE) projects
have generated more than $10 million in profits and local economic impacts. We would like to explore
how this figure could be increased — and to measure the broader economic impact of these projects.

Survey of school superintendents / principals about school needs. In 2013, the IIRA surveyed high
school students in rural communities. Students were asked about small town life, quality of education
and course offerings, and what it would take to keep students in rural places, or to attract them back to
small towns after graduation. A complement to this survey could be a survey of school superintendents
in rural counties to determine their perceptions of rural schools. It was suggested that that the working
group could collaborate with the lllinois Association of Small and Rural Schools, currently headquartered
at SIU-Carbondale. The current president of this organization is from the Macomb school district. This
could also represent an opportunity for collaboration with the workforce development working group.

Attracting Qualified Teachers. A recent study confirms that rural school districts are struggling to hire
qualified teachers (Lafond 2016). This is in direct contrast to the market conditions in urban Illinois
school districts where there is a surplus of teachers to fill available positions.

Rural administrators have raised the possibility of gaining flexibility from the state’s rules in recruiting
teachers. Some proposed policy solutions including allowing rural school districts to recruit teachers
licensed in other states as well as potential teachers from alternative backgrounds who might have
relevant experience in the subjects they would teach.

School Funding. The State’s ongoing problem of funding inequalities has impacts on a range of issues
including hiring and retaining qualified teachers, offering a diverse and rigorous curriculum, and the
ability of schools to serve as the foundation for workforce development. This funding inequality emerges
because in lllinois, there is an overreliance on local property taxes to fund school districts. This means
that wealthy, urban districts have higher expenditures per pupil than poorer, rural school districts.

Structural reforms are needed to make the entire school funding formula more equitable. This may take
a long time. In the meantime, alternative strategies are needed to improve the performance of rural
schools so that the rural workforce, and hence economy, can be more competitive.

High Quality Course Access. Evidence to suggest that funding inequalities hurt students in rural districts
can be gleaned in a preliminary way by looking at the geography of advanced placement (AP) high
school course participation rates and performance (lllinois State Board of Education 2015b; lllinois State
Board of Education 2015c).

Appendix D provides two maps. The first map shows the proportion of 12" grade students in each
school districts who took an AP exam. There is a clear urban —rural divide where a much higher
proportion of urban students are taking at least one AP exam. The second map shows student
performance on AP exams by school district. Again, urban students outperform their rural counterparts,
by significant margins.
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A major concern of the Education Working Group is the urban - rural divide when it comes to having rich
and multifaceted course offerings for students. The lllinois Virtual Education Review Committee
discovered that important college preparedness and even core courses were not being offered at the
same level in lllinois’ rural schools.

One could conclude that urban students are getting better education opportunities than rural students.
And then one can go further to surmise that the rural workforce is not as skilled as the urban one.
Ultimately this means that rural communities are less economically competitive than urban areas.
Solutions have to be found to address this inequality.

Taskforce stakeholders have suggested for those districts with financial barriers or facing teacher
shortages, i.e. rural districts, virtual education, like those courses offered through the /llinois Virtual
School and other providers, may prove a viable option.

Summary of Working Group Activities

A careful reading of the four working group summaries reveals that there is close agreement on a rural
development agenda. Rural communities are lagging behind urban regions. The lag can be attributed to
several themes related to workforce development. As the economic development group notes, there is
a skills gap in technology among rural workers that needs to be addressed. The health care group also
identified health care delivery costs and workforce development as important. The education working
group identified school funding and the inability to address teacher shortages. The lack of teachers and
inequitable rural versus urban funding means that rural students are not receiving the same quality of
education as urban students. This impacts the ability of rural manufacturers, healthcare providers and
so forth to find qualified employees. Hence, educational inequalities are a workforce development issue.
And the most recent WIOA, which sets forth the Illinois workforce development plans for the next five
years, underemphasizes “Rural” as a category to be addressed.

CONCLUSIONS

This GRAC report has documented a range of rural development issues along with the uncertain future
rural communities will have to confront. What is certain is that rural communities, despite having to
confront structural issues such as population decline, have assets that can be better deployed to
improve the quality of life for their residents. These communities are working with state agencies to
make positive changes.

As documented in the appendix, state agencies are working hard to deliver sound programs across the
state, including rural places. And there is collaboration among many of the agencies, which is the
purpose of the GRAC. GRAC members collaborated to deliver a successful EMS conference. For 27 years
now, the IIRA has partnered with the Office of the Lt. Governor and Rural Partners to host the rural
economic development conference. The USDA and DCEO provide funding to the University of lllinois
Extension and the IIRA to support rural community and economic development technical assistance.
And now, under the leadership of Lt. Governor Sanguinetti, the GRAC institutional members are
collaborating more purposefully in the four working groups to better address economic development,
workforce development, healthcare, and education challenges and opportunities. Together, we are
working towards a brighter future for rural lllinois.
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APPENDIX A
GOVERNOR’S EXECUTIVE ORDER 13 (1991)
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EXECUTIVE ORDER NUMBER 13 (1991)

AN EXECUTIVE ORDER CREATING AN ANNUAL REPORT ON THE STATE OF THE
RURAL ILLINOIS ECONOMY

WHEREAS, the Institute for Rural Affairs at Western [llinois University is the State’s academic
clearinghouse for rural development data and initiatives; and

WHEREAS, the Governor’s Rural Affairs Council and the Institute for Rural Affairs coordinate
rural development initiatives through the Office of the Lieutenant Governor; and

WHEREAS, the Lieutenant Governor as the Chairman of the Governor’s Rural Affairs Council is
given the authority to organize government and private sector resources to secure assistance for
and to enhance the quality of life in rural Illinois; and

WHEREAS, the Institute for Rural Affairs at Western [llinois University has developed a format
for an Annual Report on the State of Rural Economy and has agreed to produce this report.

THEREFORE, I, Jim Edgar, hereby order the following:

A. Executive Order Number 6 and 7 (1986) are hereby amended in accordance with the
provisions of this Executive Order.

B. There is created an Annual Report on the State of the Rural Illinois Economy.

C. The Annual Report on the State of the Rural Illinois Economy shall replace the Rural Fair
Share Initiative created by Executive Order Number 6 (1986).

D. The Institute for Rural Affairs at Western Illinois University shall organize the Annual
Report in cooperation with the Governor’s Rural Affairs Council.

E. The Annual Report on the State of the Rural Tllinois Economy shall assess rural economic
indicators and make recommendations to the Governor and General Assembly on rural
infrastructure needs.

F. The Governor’s Rural Affairs Council and the Institute for Rural Affairs Western Tllinois
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University shall issue the Annual Report on the State of the Rural Illinois Economy no
later than August 1 of each year to the Governor and General Assembly.

G. For the purposes of the Annual Report on the State of the Rural Economy the following
United States Bureau of the Census definitions as detailed in Rural Revitalization: The
Comprehensive State Policy For The Future shall apply:

a. Rural County — No municipality over 50,000 population. Under this definition Illinois
has 76 nonmetropolitan or rural counties.

b. Rural Area — Under 2,500 population regardless of wh